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Japanese hourly compensation costs for manufacturing pro- 
duction workers increased in 1995 to a new high—38 percent 
ubove the cost level in the United States. Relative to the United 

States, compensation costs also reached historic highs in Eu- 
rope as a whole and in the newly industrializing economies 
(NIEs) of Asia, while relative costs declined slightly in Canada 
and fell sharply in Mexico. (See chart 1.) 

This report presents highlights of comparative levels and 
trends in hourly compensation costs for production workers 
in manufacturing in 26 foreign countries or areas in 1995. 
The 1995 compensation statistics are preliminary measures; 
for some of the foreign countries, they are based on less 
than full-year data. Foreign currency exchange rates used in 
the calculations are the average daily exchange rates for the 
year. Tables | through 5 present data on levels and trends in 
total hourly compensation costs; tables 6 and 7 present data 
on exchange rates. 

The Bureau of Labor Statistics (BLS) has developed com- 
parative measures of hourly compensation costs in order to 


The hourly compensation measures in this report are 

based on statistics available to BLS as of June 6, 1996. 
Labor cost measures. The compensation measures are 
computed in national currency units and are converted 
into U.S. dollars at prevailing commercial market cur- 
rency exchange rates. They are appropriate measures 
for comparing levels of employer labor costs, but they 
do not indicate relative living standards of workers or 
the purchasing power of their incomes. Prices of goods 
and serv. es vary greatly among countries, and commer- 
cial market exchange rates do not reliably indicate rela- 
tive differences in prices. 
Data limitations. Because hourly compensation is partly 
estimated, these statistics should not be considered as 
precise measures of comparative compensation costs. 
The comparative level figures in this report are averages 
for all manufacturing industries and are not necessarily 
represeitative of all component industries. 


For more detail, see the technical notes. 
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provide a basis for assessing international cifferences in em- 
ployer labor costs. Total compensation costs include pay for 
time worked; other direct pay; employer expenditures for le- 
gally required insurance programs and contractual and private 
benefit plans; and, for some countries, other labor taxes. Defi- 
nitions and computation methods for the BLS measures are 
summarized in the technical notes. 


Comparative compensation costs 

In most of the foreign economies studied in this report, 
comparative compensation costs reached historic highs in 
1995. In Japan, relative compensation costs rose to 138 per- 
cent of average U.S. costs for manufacturing production 
workers (table | and chart 2). The trade-weighted average 
cost level' in the European countries covered rose to 
128 percent of U.S. costs; relative compensation co.its rose 
in each of these countries. Germany” and Switzerland rose 
to the highest relative costs—185 percent and 170 percent 
of the U.S. cost level, respectively. Hourly compensation 
costs in the Asian NIEs—Hong Kong, Korea, Singapore, 
and Taiwan—continued to rise, reaching 37 percent of U.S. 
costs. Relative compensation costs also rose in Australia 
and New Zealand. In contrast, compensation costs in Canada 
declined slightly to 93 percent of the U.S. level, while com- 
pensation costs in Mexico fell sharply from 15 to 9 percent 
of U.S. costs. The trade-weighted average of the 25 for- 
eign economies’ increased to an all-time high of 95 per- 
cent of the U.S. cost level. 

Among individual European countries, hourly compen- 
sation costs in 1995 were 85 percent higher than U.S. costs 
in Germany, 70 percent higher in Switzerland, and 56 per- 
cent higher in Belgium. Cost levels were between 40 and 


'The trade weights used to compute the average compensation cost mea- 
sures for the selected country groups are the sum of the US. imports of 
manufactured products for consumption (customs value) and US. exports 
of domestic manufacty ed products (f.a.s. value) in 1992 for each country 
or and each economic group. See the technical notes. 

for Germany relate to the former West Germany. Average monthly 

earnings for production workers in manufacturing in the former East Ger- 

ee ee oe 

foreign countries or areas less Sn Lanka and Luxembourg, for which 

1995 data are not available, and Finland, for which there is a break in series 
at 1994. 
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Chart 1. Hourly compensation costs in U.S. dollars for production workers 
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50 percent higher than U.S. costs in Austria, Denmark, Fin- 
land, the Netherlands, and Norway; 24 percent higher in 
Sweden; and 12 percent higher in France. Si. European 
countries for which 1995 data are available had lower aver- 
age hourly compensation costs than the United States: Italy 
(96 percent of U.S. costs), Ireland and the United King- 
dom (80 percent), Spain (74 percent), Greece (52 percent), 
and Portugal (31 perceni). 

Among the Asian NIEs, compensation cost levels in 1995 
ranged from 28 percent in Hong Kong and 34 percent in 
Taiwan to 42-43 percent in Korea and Singapore. The other 
Pacific Rim economies, Australia and New Zealand, had 
relative cost levels of 84 percent and 59 percent, respec- 
tively. 


Percent changes 

In the United States, hourly compensation costs for manu- 
facturing production workers increased 2 percent in 1995, 
one of the smallest annual increases since the series began 
in 1975. For 23 foreign economies (25 foreign economies 
less Mexico and Israel, the two countries with very high 
inflation rates and very large currency changes over the 


1975-95 period, particularly Mexico in 1995), the average 
increase was 3¥2 percent before adjustment for exchange- 
rate changes. In most of the foreign countries, the 1995 
cost increases in national currencies were more moderate 
than those in the early 1990s. 

Changes over time in relative compensation cost levels 
in U.S. dollars are affected by the differences in underly- 
ing national wage and benefit trends. The changes are also 
affected by frequent and sometimes sharp changes in rela- 
tive values of currency exchange rates. Table A shows an- 
nual percent changes in hourly compensation costs mea- 
sured in U.S. dollars and in national currency terms for 
each country or area and the selected economic groups. 
The table also shows percent changes in the exchange rates. 

The trade-weighted average percent change in the com- 
mercial market exchange rates for the 23 foreign econo- 
mies was 5 percent relative to the U.S. dollar in 1995. Af- 
ter adjustment for exchange-rate changes, hourly compen- 
sation costs in U.S. dollars rose 9 percent in 1995. 

In contrast, the exchange-rate value of the Mexican peso 
fell by almost 50 percent and hourly compensation costs in 
U.S. dollars declined by nearly 40 percent. Most other cur- 


Chart 2. indexes of hourly compensation costs for production workers in 
manufacturing, 1995 
index, U.S. = 100 
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hourty compensation costs were $17.20. Germany refers to the former West 
Germany. 26 foreign economies refer to the 29 countries or areas less the United States, Finland, and the 
2 countries, Sri Lanka and Luxembourg, for which 1996 data are not available. Although Finland could 
have been included in a 1996 estimate, because of the 1994 break in series, « is excluded from all country 
qroup deta in this report. OECD refers to the Organization for Economic Cooperation and Development. 
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rency exchange rates rose in 1995, some substantially. The 
exchange-rate value of the yen rose nearly 9 percent, con- 
tributing te a 12-percent increase in Japanese compensa- 
tion costs measured in U.S. dollars. 

European currency exchange rates“appreciated by an av- 
erage of 9 percent relative to the U.S. dollar, and hourly 
compensation costs rose an average of 13 percent measured 
in U.S. dollars. The largest exchange-rate increases were 
almost 20 percent in Finland and over 15 percent in Swit- 
zerland. The exchange rate declined relative to the U_S. 
dollar only in Italy. Measured in U.S. dollars, the rise in 
hourly compensatien costs ranged from almost 30 percent 
in Finland to 2% percent in Italy. 

For the Asian NIEs, the trade-weighted average exchange 
rate increased by 2% percent relative to the U.S. dollar in 
1995, and hourly compensation costs increased by 10% per- 
cent in U.S. dollars. Currency exchange rates were un- 
changed in Hong Kong and Taiwan, but the Korean won 
appreciated by 4 percent and the Singapore dollar by 8 per- 
cent. Hourly compensation costs measured in U.S. dollars 
rose about 15% percent in Korea and Singapore, 6 percent 
in Taiwan, and 4% percent in Hong Kong. 


Long-term trends 

In the United States, hourly compensation costs increased, 
on average, 5 percent per year between 1975 and 1995. The 
trade-weighted average increase in the 25 foreign econo- 
mies was 10% percent per year, when measured in national 
currencies (table 5). However, the average exchange-rate 
value of the 25 foreign currencies declined about 2 percent 
per year from 1975 to 1995; and hourly compensation costs 
for the 25 foreign economies, measured in U.S. dollars, 
increased 8 percent per year (tables 7 and 3, respectively). 
Excluding Mexico and Israel, the trade-weighted average 
increase in hourly compensation costs, measured in national 
currencies, was less than 8 percent per year, while the av- 
erage exchange rate value relative to the U.S. dollar appre- 
ciated almost | percent per year. As a result, hourly com- 
pensation costs in U.S. dollars increased, on average, about 
8% percent per year between 1975 and 1995 for the 23 
economies. 

The average increase in the underlying foreign compen- 
sation cost (that is, compensation costs measured in na- 
tional currencies) was larger than in the United States in 
each subperiod shown in table 3. However, there were sharp 
changes in average exchange rate values in some periods 
(see table 7). Consequently, hourly compensation costs in 
U.S. dollars in the 25 foreign economies rose from 60 per- 
cent of the U.S. cost level in 1975 to 67 percent in 1980, 
dropped to 52 percent in 1985, then increased sharply to 
83 percent in 1990 and continued to increase to 95 percent 
of the U.S. cost level in 1995. 


Mexico. The increase in hourly compensation costs in pe- 
sos averaged 37 percent per year between 1975 and 1995. 


1994-95 
Country or area Nationa: Exchange Ws. 
currency rates Collar 
United States’ 20 - 20 
Canada 15 05 10 
Meco 18.8 474 38.9 
Australia . 14 13 27 
Hong Kong - 46 0.1 46 
tsrael 15.3 0.0 152 
Japan 32 6s 123 
Korea 11.1 42 15.6 
New Zeaians 23 106 132 
Singapore ints 74 78 15.7 
ee 6.1 0.1 6.0 
aN 43 13.2 18.0 
= ——__ 19 134 156 
Ee 45 13.5 166 
EE 6.0 19.6 29.1 
France 21 112 13.5 
Germany’ 46 13.3 18.5 
Greece 138 47 192 
ireiand 23 7.1 $5 
ttaty 35 “14 24 
Netherlands - 19 134 15.6 
Norway 44 113 16.3 
Portugal 5.1 10.7 16.3 
Spain 3.7 75 115 
Sweden 48 8.1 13.3 
Switzeriand 16 15.7 176 
United Kingdom |... 38 3.0 7.1 
measures 

25 foreign economies’... 48 02 45 

less Mexico & 'sraei —— 35 52 9.0 
OECD less Mexico ................ 27 58 8.7 
Europe 34 9.1 129 
European Union (15) .............. 3.5 66 126 
Asian NiIEs 75 26 10.4 
‘Betore interpreting the percent changes in the table, users are advised to 
see percent changes” in the technical notes. 
“For 1995, U.S. hourly compensation costs were $17.20 


The exchange rate of the peso relative to the U.S. dollar 
declined 27 percent per year, on average. Hourly compen- 
sation costs in U.S. dollars were unchanged between 1975 
and 1995. However, the trends in hourly compensation costs 
in pesos, the exchange rate of the peso relative to the U.S. 
dollar, and hourly compensation costs in U.S. dollars var- 
ied widely during this period. Hourly compensation costs 
in U.S. dollars declined from 24 percent of the U.S. cost 
level in 1976 to 18 percent in 1977, then rose to 26 percent 
of U.S. costs in 1981 (not shown in table 1). They fell to 
8 percent of U.S. costs in 1986 and 1987, increased to 
15 percent in 1993 and 1994, then fell again to 9 percent of 
the U.S. cost level in 1995. (See table 1.) 


Canada. The underlying trend in hourly compensation 
costs in Canada was higher than in the United States, in- 
creasing on average about 642 percent per year between 
1975 and 1995. Because the Canadian dollar exchange rate 
declined about 142 percent per year from 1975 to 1995, the 
trend in Canadian hourly compensation costs measured in 
U.S. dollars was the same as the compensation wend in the 
United States—S percent per year between 1975 and 1995. 
However, mostly due to the changes in the Canadian dollar 
exchange rate, hourly compersation costs in U.S. dollars 
fell from a peak of 102 percent of U.S. costs in 1976 (not 
shown in table 1) to 84 percent in 1985-86, then increased 
to 110 percent of the U.S. cost level in 1991, and declined 
again to 93 percent of the U.S. cost level in 1995. 


Europe. The trade-weighted average trend in hourly com- 
pensation costs, measured in national currencies, in the 
European countries was higher than in the United States— 
a 2¥%-percentage point difference per year between 1975 
and 1995. The difference also was about the same for each 
of the subperiods shown in table 5. However, after adjust- 
ment for exchange rates, relative changes in hourly com- 
pensation costs measured in U.S. dollars diverged sharply 
in different periods. European average hourly compensa- 
tion costs rose from 76 percent of the U.S. level in 1976 
(not shown in table 1) to 101 percent in 1980, then fell to 
61 percent of the U.S. level in 1985 as the dollar appreci- 
ated strongly. The European cost level rose to 104 percent 
of U.S. costs in 1988, declined to 99 percent in 1989, in- 
creased to 122 percent in 1992, fell to 111 percent in 1993, 
and then rose sharply, to a new high of 128 percent in 1995. 


Japan. The underlying trend in hourly compensation costs 
was more moderate in Japan than in the United States from 
1975 to 1985 and somewhat higher on average from 1985 
to 1995. The average annual increase, measured in yen, 
was about 4% percent over the whole period—a smaller 
average increase than in the United States. However, be- 
cause the Japanese yen exchange rate appreciated about 
6 percent on average from 1975 to 1995, the trend in hourly 
compensation costs, measured in U.S. dollars, was about 
11 percent per year—about double the average U.S. trend. 
Although relative compensation costs declined twice dur- 
ing this period because of substantial changes in the yen 
exchange rate, the long-term trend was up from 47 percent 
of U.S. costs in 1975 to 138 percent in 1995. 


Other Asia. In the Asian NIEs, the trade-weighted aver- 


age increase in hourly compensation costs from 1975 to 
1995 was about 13% percent per year measured both in 
national currencies and in U.S. dollars—more than double 
the average increase in the United States. Their average 
cost level in U.S. dollars rose from 8 percent of U.S. costs 
in 1975 to 12 percent in 1980, stabilized at 12-13 percent 


through 1986 as currency exchange rates declined and off- 
set underlying cost increases, then rose again to 25 percent 
of U.S. costs in 1990 and to 37 percent in 1995. (See table 1.) 


Recent exchange rates 

As of July 1996, many of the 26 foreign currencies had 
declined in value relative to the U.S. dollar. The Mexican 
peso and Japanese yen fell by over 15 percent from their 
1995 average values. Almost all European currency ex- 
change rates were lower than their 1995 averages relative 
to the U.S. dollar. The trade-weighted average exchange 
rate for Europe was down 2 percent. The only European 
currency exchange rates to increase relative to the U.S. 
dollar were the Italian lira and the Swedish kroner, by over 
6 percent. The Irish pound was unchanged. Other individual 
European exchange rates declined between 1% percent in 
the United Kingdom and 5 percent inAustria, Belgium, Ger- 
many, and the Netherlands. The value of the Canadian dol- 
lar was up slightly relative to the U.S. dollar. Among the 
Pacific Rim economies, the Australian dollar was up over 
6 percent and the New Zealand dollar, 5 percent. In con- 
trast, the Taiwan dollar was down 4 percent and the Korean 
won down over 5 percent, while the Hong Kong and 
Singapore dollar exchange rates were unchanged. The trade- 
weighted average exchange rate for the 25 foreign econo- 
mies fell almost 6 percent with Mexico included and 
4% percent with Mexico excluded. 

At July 1996 exchange rates, assuming underlying com- 
pensation trends similar to U.S. trends between 1995 and 
July1996, Japanese compensation costs in U.S. dollars 
would decline to 118 percent of U.S. costs, below the 1994 
level. Mexican compensation costs in U.S. dollars—still 
assuming similar underlying compensation cost trends— 
would decline to 7 percent of the U.S. cost level. Canadian 
costs would be essentially unchanged. Relative costs would 
decline in 13 European countries; however, these costs 
would remain higher than the 1994 levels in each country. 
The European trade-weighted hourly compensation costs 
in U.S. dollars would fall to 125 percent of U.S. costs. 
Australia’s and New Zealand’s compensation costs would 
rise to 89 percent and 62 percent of the U.S. cost level, 
respectively, while the relative costs in Korea and Taiwan 
would decline. 


Additional data available 

In addition to the total hourly compensation cost meu- 
sures for manufacturing covered in this report, tables are 
available showing comparative levels of hourly direct pay 
and pay for time worked and the structure of compensation. 

The Bureau also computes comparative measures for 39 
component manufacturing industries. Data are available 
through 1994. The Bureau does not publish data for the 
component industries because, in general, the data limita- 
tions are greater than they are for the total manufacturing 


measures. Nevertheless, these data are made available upon 
request, and there are no restrictions on their use. 

For further information, contact the Office of Productiv- 
ity and Technology, Bureau of Labor Statistics, 2 Massa- 
chusetts Avenue NE., Room 2150, Washington, DC 20212- 
0001, or call (202) 606-5654. 


Information in this report is available to sensory impaired 
individuals upon request. Voice phone: (202) 606-7828; TDD 
phone: (202) 606-5897; TDD message referral phone: 1-800- 
326-2577. This material is in the public domain and, with 
appropriate credit, may be reproduced without permission. 


Major series revisions are introduced in this report for 
Mexico, Austria, and Taiwan. 

For Mexico, the hourly compensation cost series for 1988 
to present are recomputed using cost level benchmarks for 
production workers in all size establishments in all manu- 
facturing industries from 1988 and 1993 economic cen- 
suses; the benchmark statistics are interpolated and pro- 
jected using data from a monthly industrial survey which 
covers workers in medium and large firms in selected manu- 
facturing industries. 

For Austria, the hourly compensation costs measures 
from 1990 are revised to incorporate the results of a 1993 
labor cost survey. For Australia also, they incorporate par- 
tial data from a new labor cost survey. 

For Taiwan, the hourly compensation cost series incor- 
porate earnings and hours data for 1987 through 1993 re- 
computed using revised employment weights benchmarked 
to a December 1991 industrial census count. A new indus- 
trial classification was introduced also, and data for earlier 
years were linked to the new series for some industry groups. 

New standard industrial classifications were introduced 


in the earnings surveys for Sweden and the United King- 
dom also. The new and old earnings statistics were linke to 
create consistent time series. 

There is a new break in series for Finland between 1993 
and 1994. The earnings survey which provides data for all 
manufacturing was revised; the new survey provides data 
for all direct payments to workers. The average hourly 
earnings and adjustment factors for other direct pay can- 
not be linked until data become available from the next 
labor cost survey. 

The results of the 1992 labor cost survey for European 
Union countries recently published by Eurostat have not 
been incorporated in these measures for any of the mem- 
ber countries. The survey was conducted with a new model 
questionnaire, industry data were published using a revised 
industrial classification, and data were published by 
Eurostat for all employees only (although some member 
countries continued to collect separate data for produc- 
tion workers and other employees). The new data will be 
incorporated at a later date after methods are developed to 
adjust for the breaks in series. 


Table 1. Indexes of hourly compensation costs for production workers in manufacturing, 


29 countries or areas and selected economic groups, selected years, 1975-95 


(index, United States = 100) 
Country or area 1975 1980 1985 1990 1991 1992 1993 1994 1995 
United States 100 100 100 100 100 100 100 100 100 
EES 36 88 84 106 110 106 100 ot 93 
RE CRP 23 22 12 11 12 13 15 15 g 
Es 88 86 63 88 87 81 76 83 84 
Hong Kong eee ene 12 15 13 21 23 24 26 27 28 
| 35 3e 31 57 56 56 53 55 62 
ht A Ne RI 47 5S 49 86 94 101 115 125 138 
ieee 5 10 g 25 30 32 34 38 43 
New Zealand 50 54 34 56 54 49 49 53 59 
ET 13 15 19 25 28 31 32 37 42 
A 4 2 2 2 3 2 3 3 . 
a 6 10 12 26 28 32 31 33 34 
CEE. 71 90 58 119 116 126 122 128 148 
es 101 133 69 129 127 138 131 138 156 
SESE 99 110 62 120 117 124 116 121 141 
SS 72 83 63 141 136 124 100 114 144 
Ee 71 91 58 102 98 105 98 101 112 
a 100 125 74 147 146 158 154 160 185 
i, 27 38 28 45 44 46 43 45 52 
 EESRTCRED TERT 48 60 46 "5 78 83 73 75 80 
de aR 73 83 59 119 119 122 97 95 96 
LUMOMDOUT oes 100 121 59 110 108 117 112 119 - 
Netherlands 00. 103 122 67 123 117 126 121 124 141 
ie ie isles tint 106 117 80 144 139 143 122 124 142 
EE we 25 21 12 25 27 32 27 27 31 
SN ee 40 60 36 76 78 83 70 68 74 
Ar 113 127 74 140 142 153 107 112 124 
Switzerland cece 96 112 74 140 139 144 137 148 170 
United Kingdom ................... 53 77 48 85 88 90 76 76 80 

Trade-weighted measures’ 
25 foreign economies* ......... 60 67 52 83 85 88 86 89 95 
less Mexico, israel! 64 72 56 gt 94 97 44 97 104 
FS 70 77 59 93 96 99 97 99 106 
OECD* excluding Mexico....... 76 84 65 104 107 110 107 110 118 
a 80 101 61 116 115 122 111 114 128 
European Union (12)................ 78 99 60 114 113 120 110 112 125 
European Union (15)............. 79 100 60 115 114 121 110 113 126 
Asian NIE'S ooo ccc 8 12 13 25 28 30 31 34 37 


‘ Break in series at 1994 Finland 1s exclided from the economic 


groups below. 
? Former West Germany. 


> For description of trade-weighted measures and economic 


groups, see technica! notes. 


* 29 countries or areas less the United States, Fin’and, and the 
countries, Sri Lanka and Luxembourg, for which 1965S data are not 


Table 2. Hourly compensation costs in U.S. dollars for production workers in manufacturing, 
29 countries or areas and selected economic groups, selected years, 1975-95 


Country or area 1975 1980 1985 1990 1991 1992 1993 1994 1995 
United States .0.......... $6.36 | $987 | $13.01 | $1491 | $1558 | $16.09 | $1651 | $1686 | $17.20 
| 5 96 8.67 10.94 15.83 17.16 17.03 16.43 15.87 16.03 
Sa 1.47 221 1.59 1.58 1.84 2.17 2.40 2.47 1.51 
Se 5.62 8.47 8.20 13.07 13.53 13.02 12.49 14.02 14.40 
Hong Kong ......-.--.-eceeveeeeee 76 1.51 1.73 3.20 358 3.92 429 4.61 482 
A e 2.25 3.79 4.06 8.55 8.79 9.09 8.82 9.19 10.59 
| 3.00 5.52 6.34 12.80 14.66 16.28 19.01 21.07 | 23.66 
ee 32 96 1.23 3.71 4.61 5.22 5.64 6.40 7.40 
New Zealand 20... 3.21 5.33 7.79 8.33 8.36 7.91 8.01 8.93 10.11 
eT 84 1.49 2.47 3.78 4.35 495 5.25 6.29 7.28 
RS 28 22 28 35 40 40 42 45 . 
le 40 1.00 1.50 3.93 4.36 5.09 5.19 5.49 5.82 
Ee 451 8.88 7.58 17.75 18.09 | 2029 | 20.1€ 21.51 25.38 
| 6.41 13.11 8.97 19.22 19.83 | 2223 | 21.62 23.25 | 26.88 
| 6.28 10.83 8.13 17.96 18.26 | 20.02 19.11 20.40 | 24.19 
FE 4.61 8.24 8.16 | 21.03 | 21.25 19.92 16.56 19.19 | 24.78 
Se 4.52 8.94 7.52 15.23 15.26 16.89 16.23 17.04 19.34 
| = 6.35 12.33 960 | 21.96 2269 | 25.40 | 25.36 26.90 | 31.88 
a e 1.69 3.73 3.66 6.71 6.82 7.46 7.02 751 8.95 
Ee 3.03 5.95 5.92 11.76 12.08 13.37 12.12 12.63 13.83 
a 4.67 8.15 7.63 17.74 18.60 19.60 16.00 16.10 16.48 
LUKOMDOUNY oc eccecccceeeneen 6.35 11.98 7.72 16.37 16.87 18.85 18.49 20.06 . 
Netherlands 20 occu 6.58 12.06 8.75 18.29 18.30 | 2034 | 20.05 20.92 | 24.18 
Se 6.77 11.59 | 1037 | 21.47 1.63 | 23.03 | 2021 20.97 | 24.38 
Ee 1.58 2.06 1.53 3.77 4.24 5.17 4.50 4.60 5.35 
0 2.53 5.89 466 11.33 12.20 13.37 11.50 11.39 12.70 
en 7.18 12.51 966 | 2093 | 2215 | 24.59 17.70 18.86 | 21.36 
SWHZONANG ooo oeecceeeneon 6.09 11.09 966 | 2086 | 2169 | 2323 | 2263 24.90 | 29.28 
United Kingdom oo... 3.37 7.56 6.27 17.71 13.77 14.44 12.47 12.86 13.77 
Trade-weightad measures’ 

25 foreign economies* ........ 3.83 6.60 6.75 12.33 13.32 14.21 14.28 14.94 16.30 

less Mexico, israel............. 4.10 7.09 7.33 13.50 14.58 15.54 15.59 16.32 17.92 
0 4.45 7.62 7.71 13.93 15.00 15.96 15.99 16 68 18.16 
OECD* excluding Mexico 4.82 8.30 8.48 15.50 16.67 17.71 17.72 18.48 | 20.28 
EC 5.10 9.93 798 17.31 17.95 19.66 18.35 19.27 | 21.98 
European Union (12).............. 496 9.76 7.80 16.94 17.55 19.24 18.11 18.96 | 21.57 
European Union (15) 5.03 9.85 7.87 17.09 17.72 19.45 18.12 18.99 | 21.61 
Asian NIE'S ..0..0........... 52 1.17 1.65 3.72 4.30 4.91 5.18 5.76 6.38 


' Break in series at 1994. Finland is excluded from the economic 


groups below. 
* Former West Germany 


* For description of trade-weighted measures and economic 


groups, see technica! notes. 


* 29 countries or areas less the United States, Finland, and the 
2 countries, Sri Lanka and Luxembourg, for which 1995 data are not 
available 
* Organization for Economic Cooperation and Development. 


Dash means data not available. 


Table 3. Annual percent change in hourly compensation costs in U.S. dollars, 29 countries or 


areas and selected economic groups, selected periods, 1975-95 
Country or area 1975-95 | 1975-80 | 1980-85 | 1985-90 | 1990-95 1992 1993 1994 1995 
United States ............-.---.------- 5.1 92 5.7 28 29 33 26 2.1 2.0 
eee 5.1 78 48 7.7 3 -8 35 34 1.0 
aR ae Ce 1 8.5 64 “1 -9 17.9 10.6 29 -38.9 
| SE a 48 8.5 -6 98 2.0 38 4.1 122 27 
HOmg KONG .....--..----ce----eeeeeee 97 14.7 28 13.1 8.5 9.5 9.4 75 46 
0 8.1 11.0 14 16.1 44 3.4 -3.0 42 152 
JOBE ..2222002-cccceccerevecererercoeeees 10.9 13.0 28 15.1 13.1 11.1 16.8 10.8 12.3 
a a ee 17.0 24.6 5.1 24.7 148 13.2 8.0 13.5 15.6 
New Zealand ..............--------. 59 10.7 35 13.3 3.9 54 13 11.5 13.2 
Se 11.4 12.1 10.6 8.9 14.0 13.8 6.1 19.8 15.7 
EASE ‘25 47 49 46 . 0 5.0 7.1 : 
Se 14.3 20.1 8.4 21.2 8.2 16.7 2.0 58 6.0 
SLES eae a 9.0 14.5 3.1 18.6 7.4 12.2 -6 6.7 18.0 
| ER 74 15.4 73 16.5 6.9 12.1 27 75 15.6 
SS 7.0 11.5 56 17.2 6.1 9.6 45 68 18.6 
aE 88 12.3 -2 20.8 . 43 | -169 . 29.1 
es 75 14.6 3.4 15.2 49 10.7 3.9 5.0 13.5 
a iach 8.4 14.2 49 18.0 7.7 11.9 -2 6.1 18.5 
Ee 8.7 17.2 -4 12.9 5.9 9.4 59 7.0 19.2 
Ae 79 14.4 “1 14.7 33 10.7 93 42 9.5 
ae 6.5 11.8 1.3 18.4 15 54 | -184 € 2.4 
LUXOMDOUNY ...........s.eeseeeeeeeee "62 13.5 84 16.2 . 11.7 -1.9 8.5 . 
Netheriands ..............--c.--s-0-- 6.7 12.9 62 15.9 5.7 11.1 1.4 43 15.6 
6.6 11.4 22 15.7 26 65 | -122 38 16.3 
6.3 5.4 5.8 19.8 73 219 | -13.0 22 16.3 
es 8.4 18.4 4.6 19.4 23 96 | -14.0 -1.0 11.5 
ES 5.6 11.7 5.0 16.7 4 11.0 | -280 6.6 13.3 
SwitZehand) .........eeecceeeseoseeee 8.2 12.7 27 16.6 7.0 7.1 26 10.0 17.6 
United Kingdom 0.0000. 73 17.5 37 15.2 1.6 49 | -136 3.1 7.1 
Trade-weighted measures‘ 
25 forsign economies’ ......... 78 12.5 1.0 12.7 56 8.4 21 49 45 
less Mexico, Israel........... 8.6 13.0 1.7 14.1 6.3 75 12 5.1 9.0 
i ees 6.7 11.4 “1 11.7 46 75 1.5 38 3.3 
OECD* excluding Mexico...... 75 11.8 7 13.2 5.3 6.2 3 3.9 8.7 
IBID ccccccccccccccscccescceccssceseees 75 14.5 4.1 16.7 44 9.3 75 46 12.9 
European Union (12)................ 75 14.7 4.1 16.6 44 9.4 9 43 12.5 
European Union (15)............. 75 14.6 42 16.7 43 9.5 78 44 12.6 
ASIAN NIE'S .......cccccceessseesveesees 13.7 18.9 7.0 18.4 11.2 14.0 5.7 11.0 10.4 
' 1975-94 5 29 countries or areas less the United States, Finland, and the 


2 Break in series at 1994. Finland is excluded from the economic 


average of the rates of change for the individual countries or areas. 
For description of trade-weighted measures and economic groups, 


see technical notes. 


2 countries, Sri Lanka and Luxembourg, for which 1995 data are not 


availabt _ 


* Organization for Economic Cooperation and Development 


Rates of change based on compound ‘ate method 


Dash means data not available. 


Table 4. Hourly compensation costs in national currency for production workers in 


manufacturing, 29 countries or areas, selected years, 1975-95 


Country or area 1975 1980 1985 1990 1991 1992 1993 1994 1995 
United States 636 9.87 13.01 14.91 1558 16.09 1651 16.86 7 20 
Canada . 6.07 10.13 1494 18.48 1966 20.59 21.20 21.68 22.00 
Mexico 18 51 409 4440 5541 6716 7.48 834 9 66 
Australia 430 743 11.70 16.74 17.37 17.71 16.37 19.16 19.43 
Hong Kong 3.73 7.50 13.46 2491 27 82 30.31 33.19 35.65 37.30 
israel 1.44 19.42 479 17.24 20.04 2.3% 2497 27 €8 31.29 
Ss 889 1245 1512 1856 1974 2065 2112 2154 2223 
- ae 157 583 1074 2623 3383 4075 4531 5141 5710 
New Zealand... 265 5 48 8.98 13.98 144 14.70 14.79 15.06 15.41 
Singapore... 2.00 3.20 5.43 6.85 751 8.07 8.49 9.61 10.32 
Srilanka... 1.97 3.58 758 14.05 16.58 17.51 20.20 22.32 ° 
Taiwan 15.17 36.13 59 60 105.68 116.66 128.02 137.00 145.44 154.26 
Austria 78.46 114.78 156.75 201.07 211.44 22293 234.70 245 38 255 87 
Belgium... 235.10 382.88 532.39 642.30 678.30 714.70 74753 777 32 792.10 
Denmark... 36.00 60 98 66.18 111.18 116.97 120.84 123.96 129.64 135.47 
Finland’. 16.88 30.64 50 56 80.56 86.11 89 40 94 82 100.42 108.43 
FOMCO eee 19.34 37.73 67.49 82.97 86.17 89.41 91.98 94 48 96.42 
Germany? oo... 15.59 22:39 28.23 35 50 37.68 39.67 41.96 43.63 45 65 
cL ae 55 159 506 1064 1243 1422 1610 1821 2073 
1: 1.36 2.89 555 7.10 7.48 7.85 8.27 8.43 8.62 
italy... - 3048 6966 14563 21258 23081 24146 25175 25943 26852 
Luxembourg .... 233 350 458 547 576 5K 640 671 . 
Netherlands 1659 23.93 29.04 33.32 3425 35.78 37.25 38 06 38.79 
Norway .......... 35.29 57.20 89.11 134.26 140.43 143.13 143.47 147.92 154.46 
Portugal oo... 40.26 103.28 263.37 538.11 614.62 697.80 724.15 763.09 802.11 
i ae 145 422 792 1156 1269 1369 + 466 1525 1582 
Sweden... 29.73 $2.91 83.12 123.98 134.04 143.26 137.99 145 55 152.50 
Switzerland .......... 15.72 16.57 23.71 29.00 31.14 32 66 33.45 34.04 3458 
United Kingdom .... 1.52 3.25 484 7.13 727 8.17 8.31 8.40 8.72 
' Break in series at 1994. Dash means data no available 


? Former West Germany 


For currency units, see note to table 6 
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Table 5. Annual percent change in hourly compensation costs in national currency, 29 countries 
or areas and selected economic groups, selected periods, 1975-95 


Country or area 1975-95 | 1975-80 | 1980-65 | 1985-90 | 199095 | 1991 1992 | 1993 | 1994] 1995 
United States = 51 92 57 28 29 4s 33 26 21 20 
Canada .. 67 108 81 43 35 64 47 30 23 15 
Mexico 36.9 232 516 61.1 168 248 212 11.4 115 158 
Austrana 78 116 95 74 30 38 20 37 43 14 
Hong Kong 122 15.0 124 13.1 84 11.7 90 95 74 4e 
israel. 168 683 200.9 292 13.1 162 116 11.7 108 153 
rs 47 70 40 42 37 64 46 23 20 32 
EE eee 19.7 30.0 13.0 196 162 29.0 205 11.2 135 11.4 
New Zealand. 92 156 10.4 93 20 34 17 06 18 23 
Singapore em 86 9a 11.2 48 85 96 75 52 13.2 74 
I a "13.6 12.7 16.2 13.1 . 18.0 56 154 105 - 
Taiwan ee 123 19.0 105 12.1 79 10.4 97 70 62 61 
i i : 61 79 64 $1 49 52 4 53 46 43 
Belgium... as ae 63 10.2 68 38 43 56 54 46 40 19 
Denmark 69 11.1 72 $2 40 52 33 26 46 45 
Finland’ ee 97 12.7 105 98 : 69 38 6: ; 80 
i B4 143 123 42 31 39 38 29 27 21 
TE 55 75 47 47 52 6.1 53 58 40 46 
OS See 19.9 239 26.0 161 143 168 144 932 13.1 138 
SS RE Te ane 97 163 13.9 50 40 54 49 64 19 23 
Oe 115 18.0 159 79 48 86 46 43 31 35 
| "$7 65 55 36 . 53 52 56 48 . 
Neth lands 43 76 39 28 31 28 45 41 22 19 
ts 77 10.1 93 85 28 46 19 02 31 44 
Ee 16.1 207 206 154 83 142 135 38 54 51 
SEE 127 238 134 79 65 98 79 71 40 37 
SwWOdON oceceree 85 122 95 83 42 8.1 69 37 55 48 
Switzerland ................ na eee 40 34 50 41 36 74 49 24 18 16 
United Kingdom 0... 91 16.4 83 81 41 93 49 17 11 38 
Trade-weighted measures‘ 
25 foreign economies® ....... 106 136 141 11.7 62 96 75 47 45 48 
jess Mexico, israei............ 78 12.0 8.0 63 50 8.0 60 39 37 35 
OECD*......... eta ewe 10.0 11.9 123 113 53 85 €6 40 35 42 
OECD* exctuding Mexico......... 66 105 73 5.0 39 64 47 31 25 27 
Europe... iia 77 124 87 58 43 66 50 37 30 34 
European Union (12)................ 79 13.0 89 5.7 46 66 50 41 29 34 
European Union (15)............. 79 129 89 58 44 66 51 38 30 35 
Asien NIE'S nn. 136 196 116 129 106 156 12.1 62 ge 75 
‘ 1975-94. * 29 countries or areas less the United Sistes, Finland, and the 
? Break in series st 1994 Fintand is excluded from the economic 2 countnes. Sri Lanka end Luxembourg. for which 1995 data are not 
betow sveilabie 
> Former West Germany * Organuation for Economic Cooperstion and Development, 


* Trede-weighted percent changes computed as the trade-weighied 
average of the rates of change for the individual countries o erees 
For description of trede-weighted ™nesures end economic groups. 
see te shrice! notes: 


Rates of change based on compound rete method 
Desh meens dete not eveilebie 


Table 6. Exchange rates, 2S countries or areas, selected years, 1975-95 


(National currency units per U.S. dollar) 


Country or area 1975 1980 1985 1990 1991 1992 1993 1994 1995 
United States 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
Canada 1.017 1.169 1366 1.167 1.146 1.209 1.290 1366 1.373 
— 1250 22.97 256.9 2813 18 30395 3.116 3.375 6419 
Australia _... 7647 8772 1.42& 1.281 1.284 1.360 1.471 1.367 1350 
Hong Kong ................. 4939 4976 7.791 7.790 7.771 7.74 77% 772 77% 
israel... 6390 5.124 1.179 2.016 2279 2.459 2830 3.011 3.011 
Japan... 296.7 225.7 2385 145.0 1346 126.8 111.1 102.2 93.96 
Korea . 4840 607.4 870.0 707.8 733.4 780.6 802.7 803.5 771.3 
New Zealand 8254 1.027 2.010 1677 1.729 1.859 1.847 1.685 1524 
Singapore .... 2.371 2.141 2.200 1.613 1.728 1.629 1.616 1.527 1.417 
Sri Lanka ................... 7.050 16.53 27.16 40.06 41.37 43.83 48.32 49 42 513 
Tanwean 38.00 3% 02 39.85 26.92 26.76 25.16 26 42 26.47 26.50 
TE 17.40 12.93 20.68 11.33 11.69 10.99 11.64 11.41 10.08 
Ee 36.69 29.20 59.34 33.42 34.20 32.15 34.58 33.43 29.47 
Denmark oo... 5.735 5.629 10.60 6.190 6.404 6.037 6.486 6.356 5.600 
Finland 3.665 3.719 6.197 3.630 4.052 4.487 5.725 5.234 4376 
ESET TS 4 282 4.220 8.980 5.447 5.647 5.294 5.667 5.54€ 4.986 
Germany’ oo... 2.455 1.815 2.942 1.617 1.661 1.562 1.68 1.622 1.432 
Greece ..... 32.29 4262 138.1 156.5 182.3 190.6 y 4 2426 2316 
ireland ..... 4500 4860 9379 6033 BiB 5868 6680 62% 
652.4 855.1 1909 1198 1241 1232 1573 1611 1629 
Luxembourg .............. 36.78 29.24 59.38 33.42 34.15 32.15 34.60 33.4 29.48 
Netherlands .............. 2.523 1.985 3.318 1.822 1.872 1.759 1.858 1.8619 1.604 
Norway .......... 5.214 4936 § 593 6.254 6.491 6.214 7.098 7.055 6 336 
Se 25.45 50.05 172.1 142.7 1448 135.1 161.1 165.9 149.9 
57.39 71.64 170.0 102.0 104.0 102.4 127.5 133.9 1246 
4142 4229 8.603 §.923 6.052 5.826 7.796 7.716 7.141 
Switzerland ......... 2581 1.675 2.455 1.390 1.436 1.406 1.476 1.367 1.181 
United Kingdom ......... 4501 4300 7708 5605 5658 5662 6660 6528 6335 
' Former West Germany Sri Lanka, rupee; Taiwan, dollar; Austria, schilling; Beigium, franc: 
Note: National currency units are: United States, dollar; Canada, Denmark, krone; Finland, markka, France, franc; Germany, mark. 
dollar, Mexico, old peso (1975-92), new peso (1993-95); Australia, Greece, drachma, ireland. ; Maly, lire; Luxembourg, franc; 
dollar, Hong Kong, dollar, israel, sheke! (1975-84), new , Norway , peseta. 
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Table 7. Annual percent change in exchange rates (U.S. dollars per national currency unit), 
29 countries or areas and selecied economic groups, selected periods, 1975-95 


Country or area 1975-So 1975-80 1960-85 1985-390 1990-95 1992 1993 1994 1995 

United States .. - - - - - - : 
| Se ae -15 -27 31 32 32 52 43 56 -5 
SE -268 -115 383 -38.9 -15.2 -25 -7 77 474 
EE -28 27 $3 22 10 56 75 76 13 
Hong KONG eee nee 22 ~1 86 ) 1 4 4 ’ “1 
a 75 341 63 -102 77 73 -13.1 60 0 
Japan 59 56 1 105 91 62 141 87 68 
Kores -23 44 69 42 17 40 28 -4 42 
New Zealand -30 -43 -126 37 19 70 6 $6 106 
Es 26 21 -5 39 51 61 8 56 78 
A -94 -15.7 95 75 48 56 93 22 36 
en 18 11 -20 62 3 64 46 -2 1 
Ee 28 61 90 128 24 64 56 290 13.2 
EE 1.1 47 -13.2 122 25 4 -70 34 134 
SE NCI 1 4 -119 11.4 20 61 49 20 135 
ERE Ce ea -9 -3 97 10.t -26 37 -216 94 196 
Er ee -8 3 -140 105 18 67 46 22 112 
SES = TS 27 62 92 12.7 25 63 56 20 13.3 
0 94 54 -210 27 -73 44 -169 55 47 
a -16 -15 -123 92 -7 £6 -140 22 71 
0 45 53 -148 98 60 7 217 24 11 
LuMe@mbourg nnn. 11 47 -13.2 122 25 62 74 34 135 
Netherlands 23 49 98 127 26 64 53 21 13.4 
ST icricibihietnieneigenencsennsent -10 11 -105 66 -3 45 -125 § 113 
es 85 12.7 219 38 -10 72 -16.1 -29 10.7 
I tiadtiiveessteusithhlensaninieite 38 43 -15.9 108 39 16 -19.7 48 75 
i ciicniinaiinaartniidenes 27 -4 132 78 37 39 -253 10 81 
Switzerland 40 eG 74 120 33 21 49 64 15.7 
United Kingdom ................... -1.7 “4 -110 66 -24 -1 -15.0 20 30 
Trade-weighted measures’ 
25 foreign economies”... 19 -§ 94 29 -4 10 25 4 2 

less Mexico, israei............... 8 10 57 73 12 15 -26 13 52 
ee 22 “1 97 27 -5 4 24 3 -2 
OECD* excluding Mexico... 44 13 41 78 14 14 26 14 53 
SE nee -2 20 11.7 103 0 41 -108 16 91 
European Union (12)................ -3 17 119 103 0 42 -106 13 87 
European Union (15)............. -3 17 -119 10.3 «1 42 -11.0 13 88 
Asian NIE'S m 2 -§ 42 4% 7 19 23 11 26 
‘ Former West Germany > 29 countries or areas less the United States, Finland, and the 
average of the rates of change for the indmidual countnes or aress eveitable 
For @ descnption of trade-weighted measures and economic groups. * Organization for Economic Cooperation and Development 
see technica! notes Rates of change besed on compound rate method 

Desh meens dete not aveilable 
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The tables in this report present international compari- 
sons of hourly compensation costs for production workers 
in manufacturing in selected countries or areas. The total 
compensation measures are prepared by the Bureau of La- 
bor Statistics in order to assess international differences in 
employer labor costs. Comparisons based on the more 
readily available average earnings statistics published by 
many countries can be very misleading. National defini- 
tions of average earnings differ considerably; average eara- 
ings do not include all items of labor compensation; and 
the omitted items of compensation frequently represent a 

The com >emsaiion measures are computed in national 
currency ©\(s anc are converted into U.S. dollars at pre- 
vailing co: | market currency exchange rates. They 
are an appropriate measure for comparing levels of em- 
ployer labor costs. They do nct indicate relative living stan- 
dards of workers or the purchasing power of their income. 
Prices of goods and services vary greatly among countries, 
and commercial market exchange rates are not reliable in- 
dicators of relative differences in prices. 


Definitions 

Hourly compensation is defined as (1) all payments made 
directly to the worker—pay for time worked (basic time 
and piece rates plus overtime premiums, shift differentials, 
other premiums and bonuses paid regularly each pay pe- 
riod, and cost-of-living adjustments), pay for time not 
worked (vacations, holidays, and other leave), seasonal or 
irregular bonuses and other special paymenis, selected so- 
cia! allowances, and the cost of payments in kind—before 
payroll deductions of any kind, and (2) employer expendi- 
tures for legally required insurance programs and contrac- 
tual and private benefit plans. In addition, for some coun- 
tries, compensation is adjusted for other taxes on payrolls 
or employment (or reduced to reflec: subsidies), even if 
they do not finance programs that directly benefit workers, 
because such taxes are regarded as labor costs. For consis- 
tency, compensation is measured on an hours-worked basis 
for every country. 

The BLS definition of hourly compensation costs is not 
the same as the International Labour Office (ILO) defini- 
tion of total labor costs. Hourly compensation cosis do not 
include ail items of labor costs. The costs of recruitment, 
empioyee training, and plant facilities and services—such 
as cafeterias and medical clinics—are not included because 
data are not available for most countries. The labor costs 
not included account for no more ihan 4 percent of total 
labor costs in any country for which the data are available. 

Production workers generally include those employees 
who are engaged in fabricating, assembly, and related ac- 
tivities; material handling, warehousing, atid shipping; 
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Technical Notes 


maintenance and repair; janitorial and guard services; aux- 
ilizry production (¢.g., powerplants); and other services 
closely related to the above activities. Working supervi- 
sors are generally included; apprentices and other trainees 
are generally excluded. 


Methods 

Total compensation is computed by adjusting each 
country’s average earnings series for items of direct pay 
not included in earnings and for employer expenditures tor 
legally required insurance, contractual and private benefit 
plans, and other labor taxes. For the United States and 
other countries that measure ~arnings on an hours-paid ba- 
sis, the figures are also adjusted in order to approximate 
compensation per hour worked. Descriptions of the coun- 
try surveys used for the Bureau's comparative measures, 
including definitions and survey coverage, are based on 
information provided by cach country. 

Earnings statistics are obtained from surveys of employ- 
ment, hours, and earnings for most countries. They are 
obtained from surveys or censuses of manufactures for five 
countries—Mexico, Israel, Austria, Denmark, and Portu- 
gal. The surveys of employment, hours. and earnings are 
stratified sample surveys of establishments for most coun- 
tries {except they are full surveys of establichments cov- 
ered for Finland, Luxembourg, and Norway and a judg- 
ment sample for Switzerland). The surveys of manufac- 
tures are stratified sample surveys of establishments which 
collect data on industrial production and other industrial 
staustics, including labor input and labor cost. Censuses 
are complete enumerations of business establishments. 

Adjustment factors are obtained from periodic labor cost 
surveys and interpolated or projected to nonsurvey years 
on the basis of other available information for most coun- 


tries. The labor cost surveys are stratified <2; '> surveys 
of establishments (full surveys for Irelanc . |taly, ond Lux- 
embourg). T:¢ information used to interpo ste or project 
the adjustment factors to nonsurvey year eS annual 


tabulations on employer social security contribution rates 
provided by the International Studies Staff of the U.S. So- 
cial Security Administration, information on contractual and 
legislated fringe benefit changes from ILO and national 
labor bulletins, and statistical series on indirect labor costs. 
The adjustment factors are obtained from the surveys of 
manufactures for Mexico and Portugal, and from reports 
on fringe benefit systems and social security tor Hong Kong, 
Israel, New Zealand, Singapore, and Sri Lanka. For the 
United States, the adjustment factors are special calcula- 
tions for international compariscns based on data from sev- 
eral surveys. 

The statistics are also adjusted, where necessary, to ac- 
count for major differences in worker coverage; differences 


in survey coverage, sample benchmarks, or frequency of 
surveys. Nevertheless, some differences in industrial cov- 
erage remain and, with the exception of the United States, 
Canada, and several other countries, the data exclude very 
small establishments (less than 5 employees in Japan and 
less than 10 employees in most European and some other 
countries). For Finland, there is a break in series between 
1993 and 1994 because of a new earnings survey for which 
an adjustment or link cannot be made. 

Special estimation procedures have been used for some 
countries because of incomplete data. Hourly earnings are 
computed from daily or monthly earnings using estimates 
of standard hours worked for Israel. Earnings for produc- 
tion workers are estimated from all-employee earnings for 
Japan (1990 to present), Korea (1975-84), New Zealand 
(all years), and Israel (1978 to present). For Singapore, 
hourly compensation costs are estimated for the years since 
1985 using the trend in average weekly earnings and ben- 
efit costs of production workers or average compensation 
per employee from the national accounts. For Italy, both 
hourly earnings and additional compensation adjustment 
interpolated or projected to nonsurvey years using the trend 
in contractual wage rates and in benefit entitlements and 
costs. The adjustment factors for additional compensation 
relate to all employees for Mexico, Japan, Korea, Taiwan, 
France, Ireland, the Netherlands, Portugal, Spain, and the 
United Kingdom; they are constants or the midpoints of 

Hourly compensation costs are converted to U.S. dollars 
using the average daily exchange rate for the reference pe- 
riod. Changes in hourly compensation in U.S. dollars from 
one period to another are therefore affected by changes in 
currency exchange rates as well as by changes in compen- 
sation. The exchange rates used are prevailing commercial 
market exchange rates as published by either the U.S. Fed- 
eral Reserve Board or the International Monetary Fund. 


Country notes 
The following are exceptions to the standard coverage 
and definitions explained above: 


Australia. Compensation relates to production workers and 
nonproduction workers other than those in managerial, ex- 
ecutive, professional, and higher supervisory positions. 


Hong Kong. Average of selected manufacturing industries. 
The industries covered accounted for about 70 percent of 
all persons employed in manufacturing in 1988. Compen- 
sation excludes overtime pay. 


Austria. Excludes workers in establishments considered 
handicraft manufacturers. (All printing and publishing and 
miscellaneous manufacturing establishments are classified 
in handicrafts.) In 1986, handicraft employment was about 
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pensation per employee was about 10 percent lower in 
manufacturing inclucing handicrafts than in mauufactur- 
ing excluding handicrafts. 


Finland. Includes workers in mining and electrical power 
plants. For comparability with other countries, compensa- 
tion excludes some obligatory training and plant facilities 
costs; these costs would add 1.6 percent to average hourly 
compensation costs in 1994. 


Germany. Refers to former West Germany. Excludes work- 
ers in establishments considered handicraft manufacturers. 
In 1990, handicraft employment was about 25 percent of 
all manufacturing employment. Average hourly earnings 
of production workers were about 3 percent lower in manu- 
facturing including handicrafts than in manufacturing ex- 
cluding handicrafts. 


Ireland. Data refer to September for 1975. 


Norway. For comparability with other countries, compen- 
sation excludes some obligatory training and plant facili- 
ties costs; these costs would add 2.2 percent to average 
hourly compensation costs in 1994. 


Trade-weighted measures 

The trade weights used to compute the average compen- 
sation cost measures for selected country or economic 
groups are the sum of U.S. imports of manufactured prod- 
ucts for consumption (customs value) and U.S. exports of 
domestic manufactured products (free along side (f.a.s.) 
value) in 1992 for each country or area and each economic 
group. 

The trade data used to compute the weights are U.S. Bu- 
reau of the Census statistics of U.S. imports and exports 
converted to an industrial classification basis from data ini- 
tially collected under the Harmonized Tariff Schedule com- 
modity classification system. 

The trade-weighted measures for “foreign economies” 
relate to the countries or areas for which compensation 
measures are available for all years covered. Countries are 
excluded from the foreign economies average and from 
component country groups when data are not available for 
the latest year. Measures for the “foreign economies” are 
computed both including and excluding Mexico and Israc! 
because their rapid rates of inflation and currency changes 
in several years distort the trade-weighted average percent 
changes. Trade-weighted indexes of hourly compensation 
costs and hourly compensation costs in U.S. dollars are 
shown in tables | and 2, and trade-weighted average rates 
of change for hourly compensation costs measured in U.S. 
dollars, hourly compensation costs in national currencies, 
and foreign currency exchange rates are shown in tables 3, 
5, and 7. 

The Organization for Economic Cooperation and De- 


Table B. Shi.ve of total U.S. imports and exports of manufactured 


products in 1992 
(in percent) 

Country orarea |1992trade| Countryor area [1992 trade 
i 192 atidnamtiverecrene 23 
RAE 76 Luxembourg A 

Netherlands 19 
Austrailia 14 Norway _.._________.... 3 
Hong Kong _............. 20 
ena a _— F 
Japan eaeeieeueeeuererrenes 158 Sweden... 8 
Switzerland 10 
CE 34 = UnnedKinadom __ 44 
New Zealand gs aw 
ingapore 24 
Economic groups 
Srilanka 4 Foresgn ecomomes| 
Tarnwan supeususeeusecersssssese 44 OECD" tcteane 0.8 
a 3 oacol axisine stad 
Beigum 15 é' 
ia 3 Mesco 60.1 
Firtand suupesesesescoesessssss 2 Europe a 234 
European Union 15 22.1 
Ee 32 European Umon 
Germany’ 54 = a8 
EE 4 
veland _. 4 Asian NIEs ____.... 122 
' Former 


velopment (OECD) includes Canada, Mexico, Australia, 
Japan, New Zealand, and all European countries. Mexico 
joined in 1994, and the OECD trade-weighted measures 
are shown both including and excluding Mexico. The Eu- 
ropean Union (EU) consists of Austria, Belgium, Denmark, 
Finland, France, Germany, Greece, Ireland, Italy, Luxem- 
bourg, the Netherlands, Portugal, Spain, Sweden, and the 
United Kingdom. Austria, Finland, and Sweden joined in 
1995, and the EU trade-weighted measures are shown both 
for the “EU-12” (excluding Austria, Finland, and Sweden) 
and the “EU-15” (including Austria, Finland, and Sweden). 
The group labeled “Asian NIEs” consists of the four newly 
industrializing econmmies of Hong Kong, Korea, Singapore, 
and Taiwan. 


interpretation of percent changes 


Relationshig among percent changes. Hourly compensa- 
tion costs in U.S. dollars are calculated by multiplying 
hourly compensation in national currency by the exchange 
rate (expressed as U.S. dollars per national currency unit). 
The trend in hourly compensation costs in U.S. dollars will 
consequently be affected by the trends in the other two vari- 
ables. Of interest is what kind of relationship exists be- 
tween the percent changes in hourly compensation in na- 
tional currency and exchange rates and the percent change 
in hourly compensation in U.S. dollars. 
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A theoretical relationship can be derived with calculus. 
Hourly compensation costs in U.S. dollars is derived as: 


1)  HC,=HC,.xE 
where HC = hourly compensation costs in US. dollars; 
HC_ = hourly compensation costs in national 
“currency; and 
E = exchange rate, expressed as U.S. dollars 


per national currency unit. 


The trends in the preceding variables can be related to 
each other in the following manner. First, take the deriva- 
tive of each side of equation | with respect to time to ob- 
tain: 


2) HC; = HC..X E+ EX HC,, 


where a dot («) over a variable is the derivative of that vari- 
able with respect to time, i.c., the change in the variable 
between two time periods. 

Next, divide equation 2 by equation | to yield: 


HC; HC. E 

HC, HC, E 

Dividing the change in a variable by the variable itself yields 
a proportional change in the variable; multip‘ying this pro- 
portional change by 100 yields a percent change. Equation 
3 converted to percent changes shows that the percent 
change in hourly compensation in U.S. dollars is equal to 
the percent change in hourly compensation in national cur- 
rency plus the percent change in the exchange rate. 
However, the theoretical relationship in equation 3 is only 
appropriate for relatively small changes in the variables. 
The actual calculation of hourly compensation costs in U.S. 
dollars is made using data for different years, and the 
changes in hourly compensation in national currency and 
exchange rates are often relatively large. Therefore, this 
relationship does not hold for large changes. 

For large percent changes, the percent change in hourly 
compensation costs in U_S. dollars equals the percent change 
in hourly compensation in national currency plus the per- 
cent change in the exchange rate plus an interaction term. 
The interaction term equals the proportional change in 
hourly compensation in national currency multiplied by the 
proportional change in the exchange rate, times 100. 
Finally, the relationship among the trade-weighted percent 
changes for economic groups for these variables is also af- 
fected by relatively large changes for component economies. 
An extreme illustration is the effect from the percent changes 
in the variables for Mexico between 1994 and 1995. The sum 
of the percent changes for hourly compensation in national 
currency and the exchange rate do not equal the percent change 


3) 


for hourly compensation costs in U.S. dollars for Mexico. 
Purther, when these percent changes are weighted and aggre- 
gated with trade-weighted percent changes for the other econo- 
mies, the resulting percent changes in these variables for the 
25 foreign economies also will not relate to each other ac- 
cording to equation 3. 


Changes in weighted percent changes versus percent changes 
in weighted levels. The trade-weighted average rates of 
change for the selected country or economic groups are 
computed as the trade-weighted average of the rates of 
change for the individual countries or areas. This method 
of calculation sometimes creates data anomalies between 
the trade-weighted average of the rates of change for houriy 
compensation costs in U.S. dollars and the trade-weighted 
average compensation cost level. For the trade-weighted 
average of the rates of change, the calculation is the sum of 
rates of change multiplied by trade weights, and econo- 
mies with larger rates of chaage have greater effects on the 
average figure, given equal trade weights. For the trade- 
weighted average compensation cost level, the calculation 
is the sum of cost levels in dollars multiplied by trade 
effects on the average figure, given equal trade weights. 


Deta limitations 

Because compensation is partly estimated, the statistics 
should not be considered as precise measures of compara- 
tive compensation costs. In addition, the figures are sub- 
ject to revision as the results of new labor cost surveys or 
other data used to estimate compensation costs become 
available. 

The comparative level figures in this report are averages 
for all manufacturing industries and are not necessarily rep- 
resentative of all component industries. In the United States 
and some other countries, such as Japan, differentials in 
hourly compensation cost levels by industry are quite wide. 
In contrast, other countries, such as Germany and Sweden, 
have narrow differentials. 
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Labor costs versus labor income 

The hourly compensation figures in U.S. dollars shown 
in the tables provide comparative measures of employer 
labor costs; they dc not provide intercountry comparisons 
of the purchasing power of worker incomes. Prices of goods 
and services vary greatly among countries, and the com- 
mercial market exchange rates used to compare employer 
labor costs do not reliably indicate relative differences in 
prices. Purchasing power parities—that is, the number of 
foreign currency units required to buy goods and services 
equivalent to what can be purchased with one unit of U.S. 
or other base-country currency-—must be used for mean- 
ingful international comparisons of the relative purchasing 
power of worker incomes. 

Total compensation converted to U.S. dollars at purchas- 
ing relative real levels of labor income. It should be noted, 
however, that total compensation includes employer pay- 
ments to funds for the benefit of workers in addition to 
payments made directly to workers. (For a few countries, 
the compensation measures also include taxes or subsidies 
on payrolls or emp!xyment even if they do not finance pro- 
grams which directly benefit workers.) Payments into these 
funds provide either deferred income (e.g., payments to re- 
tirement funds), a type of insurance (e.g., payments to un- 
employment or health benefit funds), or current social bea- 
efits (e.g., family allowances), and the relationship between 
employer payments and current or future worker benefits 
is indirect. On the other hand, excluding these payments 
would understate the total value of income derived from 
work because they substitute for worker savings or self- 
insurance to cover retirement, medical costs, etc. 

Total compensation, because it takes account of employer 
payments into funds for the benefit of workers, is a broader 
income concept than either total direct earnings or direct 
spendable earnings. An even broader concept would take 
account of all social benefits available to workers, includ- 
ing those financed out of general revenues as well as those 


financed through employment or payroll taxes. 
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